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AKRON-FAIRGROVE DISTRICT SCHOOLS

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

This section of the 2008 annual financial report presents our discussion and analysis of the School
District’s financial performance during the school year ended June 30, 2008. The intent of this
discussion and analysis is to provide, in layman’s terms, a look at the district’s performance and
past and current position. Readers should also review the transmittal letior, notes to the financial
statements and financial stalements to enhance their understanding of the district’s financial
performance.

This reporting modcl was adopted by the Governmental Accounting Standards Board (GASB) in
their Statement No. 34 Basic Financial Statements — and Management Discussion and Analysis
(MD&A) - for State and Local Governments issued in June of 2000. Certain comparative
information between the current year and the prior year is required to be presented in the MD&A.

Using this Annual Report

This annual repori consists of three parts: management’s discussion and analysis (this section),
the basic financial statements, and required supplemental information. The financial statements
also include notes that explain some of the information in the statements and provide more
detaifed data. The statements are followed by a section of required supplementary information
that further explains and supports the financial statements with a comparison of the district’s
budget for the year.

Hinancial Section

» Basic Financial Statements
o District-wide Financial Statemenis
¢ Fund Financial Statements
¢ Fiduciary Fund
o Notes to Financial Statements

* Required Supplemental Information
o Budgetary Comparison Schedules



AKRON-FAIRGROVE DISTRICT SCHOOLS

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

Reporting the School District as a Whole — District-wide Financial Statements

The district-wide financial statements are fairly new to our district. One of the most frequent and
important question asked about cur School District is, “As a whole, what is the School District’s
financial condition as a result of this year’s activities?”” The first two statements in the School
District’s financial statements are the Statement of net assets and the statement of activities.
These two statements report information on the School District as a whole because they include
all asscts and liabilities, using the accrual basis ol accouniig, which is similar to the accounting
used by most private gsector companies. All of the current year’s revenues and cxpenses are taken
into account regardless of when cash is received or paid.

These two statoments roport the Akron-Fairgrove School District’s net assets — the difference
between asscts and liabilities, as reported in the statement of nct asscls — as one way to measure
the School District’s financial heaith or financial position. Ovwer time, increases or deercases in
the School District’s net assets, as reported in the statement of activities, are indicators of whether
its financial health is improving or deteriorating. The School District’s operating results come
from the relalionship belween the revenues and expenses. Our School District’s goal is not to
gencrate profits, as do commercial entifies, bul is (o provide scervices to our students. To assess
the overall health of the School District, there are many non-financial factors such as the quality
of education provided, along with the safety of our schools.

In the District-wide statements, the district’s aclivitics arc classilicd as governmental activities.
The District’s activities include regular and special education, support scrvices, commmunity
services, transportation, food service, and athletics, Property taxes, State aid, State and Federal
grants finance most of these activities.

Reparting the School District’s Most Significant Funds — Fund Financial Statements

The fund financial statements do not report the School District as a whole; instead the fund
financial statements provide detailed information about the District’s most significant funds. The
School District cstablishes [unds that comply with the legal requirements of the Michigan
Department of Education’s *Accounting Manual,” The General Fund, Debt Retirement Fund and
the Capital Projects Fund are the District’s major funds, which includes the instructional student
and instructional support activities. There are additional funds that the School District also
cslablishes (o help it control and manage money for particular purposes, such as the Athletic
Funds, Food Services Funds, and Student Activities Funds. Funds nced to be cstablished to show
that it’s meeting legal responsibilities for certain taxes, grants, and other money including the
1999 Bond Issue, which funded the voter-approved capital projects. The governmental funds of
the School District use the following accounting approach:

Governmental funds — All of the School District’s services are reported in governmental
funds. Governmental fund reporting focuses on showing how money flows into ang out
of funds and the balances left at year-end that are available for spending. They are

reported using the modified acerual method of accounting, which measures cash and all
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AKRON-FAIRGROVE DISTRICT SCHOOLS

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

other financial assets that can readily be convetted to cash. The governmental fund
statements provide a detailed short-term view of the operations of the School District and
the services it provides. Governmental fund information helps to determine whether
there are more or less financial resources that can be spent in the near future to finance
the School District’s programs

In the fund financial statements, capital asset purchases are reported as expenditures in the year of
acquisition. No asset is reported. The issuance of debt is recorded as a financial resource. The
current year’s paymenis of principal and inlercst on long-term abligations are recorded as
expenditures. Future year’s debt obligations are not recorded.

The School District as Trustee — Reporting the School District’s Fiduciary Responsibilities

The School District acts as the trustee for its student activity funds, Al of the School District’s
fiduciary activities are reported in separate statements of fiduciary net assets. These activities are
excluded from the School District’s other fmancial stalements because the School District cannot
use thesc asscls to [inance its operations, The School District is responsible for ensuring that the
assets reported in these funds are used for their intended purposes.

Financial Analysis of the School District as a Whole

The statemen! of nel assets provides the perspective of the School Distriet as a whole, Table 1
provides a summary of the School District’s net assets as of June 30, 2007 and June 30, 2008.

Table 1
Condensed Statement of Net Assets Govermnental Activities
007 2008

Cinrent asscls $1,223,494 $1,078,598
Mongwirent assets 6,123,337 5,580,523
Total assefs 2,346,831 7,059,121
Current liabilities 559,677 518,247
Noncorrent liabilitics 5,367,249 5,170,549
Total liabilities 5,926,926 5,688,796

Net assets
Invested in capital assets — Net of related debt 617,574 654,760
Restricted 185,507 215,134
Unrestricted 616,824 496,431
Total net assets $1,419.905 $1,370,325
Total Net Assets and Liabilities $7.346,831 $7,059,121
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AKRON-FAIRGROVE DISTRICT SCHOOLS

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

‘T'he statement of activities shows the resulis of this year’s operations for Akron-Fairgrove District
Schools as a whole, Table 2 shows the changes in net assets of the School District as of June 30,
2007 and June 30, 2008,

Table 2
Statement of Net Assets from Operating Resullts
Governmental Activities
2007 2008
Revenues
Program revenues:
Chatges for services $ 55,793 3 50,773
Oporating prants & Other Transactions 242,662 263,286
General revenues:
Property taxes 366,556 595,029
| State aid 2,621,484 2,567,359
Other 76,627 104,302
Total revenucs $3.563.122 $3,581,649
Insfruction 1,609,353 1,689,034
Suppoit services 1,249,225 1,211,865
Community services 6,663 2,806
I'ood Services 116,229 135,293
Athletics 115,819 107,332
Capital Projecis 0 14,559
Interest on long-term debt 225,890 218,730
Ameortization 17,110 17,110
Unallocated depreciation 229,028 234,500
Total Expenses $3,569.417 $3,631,229
Increase {(Decrease) in Net Assets ($6,295) ($49,580)

The heginning net assets of the district were $1,419,9035, the ending net asscts were $1,370,325,
the net assets of the District decreased by $49,580 during 2007/2008 year. Table 2 shows the
breakdown of this change. The Statement of Activities presented later in the government-wide
financial staterments, provides greater detail on the District’s annual activity.
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AKRON-FAIRGROVE DISTRICT SCHOOLS

Management's Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

Financial analysis of the School District’s Funds

The District uses funds to help il contral and manage money for particular purposes. The reader
can Iook al these funds to help determine whether the Akron-Fairgrove School District is being
held accountable for the resources taxpayers and others provide to it, and it may give them insight
in the School District’s overall financial health.

Table 2 shows the breakdown of the sources of revenue lor the District, A subslanlial
portion (72%) of the District’s revenues is received from State sources, which means that
the financial stability of the District rests primarily wilh ihe economic health of the State
of Michigan.

Table 2 shows that §7% of the District’s resources are spent on instruction services, instructional
support services, and food & athletic services, Another 6% is spent on inferest, while 7% is spent

for depreciation and amortization and 0% on capital projects.

The financial performance of the district as a whole is reflected in its governmental
funds. As the School District completed the 2007/2008 school year, the governmental
funds reported a combined fund balance of $832,295. The Fiduciary Funds had a balance
of $32,099.

Factors Increasing Fund Equity

¢ Debt Fund Equity — Increased $33,341 due to the accumulation of QZAB funds
for a future debt payment.

¢ Food Service I'und Equity — Increased $7,465.

Factors Decreasing Fund Equity

¢ General Fund Equity — Decreased $12,944 due in part to declining enrollment.

Grants — The District received grants for professional development, parent
programs, at risk, and lileracy programs, Thesc help to offsct the cost of
instructional budget items normally paid from fund equity.

¢ Capital Projects Fund Eguity — Decreased $108,838 due to the spending of the
QZAB bond funds.

& Athletic Fund Equity - Decreased $636.



AKRON-FAIRGROVE DISTRICT SCHOOLS

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

¢ Student Enrollment
The charl below shows the steady decline in enrollment for the past 5 yeass.
There was a decline of 38 students between 2007 and 2008 with state aid at
$7,204 per student this is a loss of revenuc of $273,752. Bcecausc of their
declining cnrollment, their student count is based on the blending of a 3 year
average.

Enrcollment in FTE's for § Years
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Budget vs, Actual

The General fund budgeted an increase of $14,992, but actually had a decrease of
$12,944, which is a budget variance of $27,936.

General Kund Budgetary Highlights

The Uniform Budget Act of the State of Michigan requires that the local Board of
Education approve the original budget for the upcoming fiscal year prior to July I, the
start of the fiscal year, Over the course of the year, the School District revises its budget
as it attempts to deal with the unexpected changes in revenues and expenditures. The
final amendment to the budget was actually adopted just before the year-end, along with
the new adopted budget for the upcoming school year.

Budget Amendment 07/08

The increase in revenue this year between the beginning budget and the final
amended budget totaled $145,870, with local and state revenues being the largest items.,

The expenditures increased by $89,960 between the beginning budget and the

final amended budgel. The major arcas that were incteased were instruction and
supporting services.
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

Capital Asset and Debt Administration

Capital Assets

As of Tune 30, 2008, the School District had $9,234,741 invested in a broad range of
capital assets. The District had capital additions for the year of $108,795.

The District’s capital assets at year-end are outlined in Table 3.

Table 3

Governmenial Activitics

2007 2008
Buildings $7,804,521 $7,804,521
Buses 437,603 437,603
General Equipment 164,735 164,735
Playground, Athletic, Site Improvement 499,591 508,755
Technology 219,495 259,127
Total $9.125,945 $9.,234,741

The District’s net capital assets show an increase of $125,704 from 2007, this 18 a result
of depreciation in the amount of $234,500 and $108,795 was spent on new capilal assels,
Depreciation is taken on the assets using the straight-line method of depreciation.
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2008

Debt Administration

As of June 30, 2008 the District had debt on the financial statements for Durant bonds
wilh a remaining balance of $15,763. These are self-liquidating bonds issued by the State
of Michigan to fund a special education lawsuit by Michigan school disteicts. Paymen( of
principal and interest on the bonds is made directly to the State of Michigan, The District
has pledged and assigned to bondholders all rights to state aid paymenis as security for
the bond.

As of June 30, 2008 the District had debt on the financial statements for the unrefunded
portion of the 1999 Building and Site Bonds in the amount of $165,000. These bonds
will mature from May 1, 20006 through November 1, 2009,

As of Jung 30, 2008 the District had debt on the financial statcments for the 2005
Refunding Bonds in the amount of $4,520,000. These bonds will mature from May 1,
2008 through May 1, 2025,

As of June 30, 2008 the District had debt on the financial slalements for the 2005 QZAB
Bond in the amount of $625,000. This bond will mature in 2020.

As of June 30, 2008 the District had compensated absences, which include accumulated
sick and vacation pay, totaling $81,926.

We present more detailed information about our long-term liabilities in the notes to
{inancial statements.

Reguests for Information

This financial report is designed 1o provide our citizens, taxpayers, parents, students and
investors and creditors with a general overview of the District’s finances and to show the
District’s accountability for the money it receives. Questions concerning any of the
information provided in this report, or requests for additional [inancial information
should be addressed to the Central Office Bookkeeper, Akron-Fairgrove District Schools,
2800 N. Thomas Road, Fairgrove, Michigan, 48733, and telephone number (989) 693-
6163.
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INDEPENDENT AUDITOR'S REPORT -

Board of Education. = .
Akron-Falrgrove District Schools -

Falrgrove Mlohlgan 48733

4

'We have audited the accompanylng financial statements of the governmental actwmes each major
~ fund, and the aggregate remaining fund information of Akron-Fajrgrove District Schools, as of and for.
. the year ended June- 30, 2008, which’ colteotlvely comprise the basic financial statements of the
- District's primary government ds listed in the table of contents. These financial statements are the
responsibility of the Akron Falrgrove District Schodls’ management. Our responsmmty is o express

dpinions on these flnanc:[al statements based on our audit.

. We: conducted our audlt in accordance with audit[ng standards general y accepted in. the United

States of America-arid the standards applicable to financial audits contalned in Government Auditing .

-. Standards issued by the Comptroller General of the United States. Those standards require thatwe™ -
plari and perform.our audit to obtain reasonable assurance about whether the financial statements are -
. free of material mlsstatement An-audit intludes examining, on atest basls, evidence supporting the -
. amouy nts and disclosures in the financial statemenits. An audit also includes assessing the acoountmg
~ . principles used and significant estimates made by management as well as evaluating the overall
. financial statement presentat:on We belleve that our audlt prowdes a reasonable basis for our
' oplnzons . _ S

Colne our opm lon the flnanmal statements referred. to above present falrly, in all materaal respacts, the '
: respectlve financial position of the governmental activities, each major. fund, and the aggregate

remaining fund information of Akron- -Fairgrove District Schools as of. June - 30, 2008, and the

- respective changes in financial position {hersof for the year then ended in cenformlty wrth acceuntlng .
L pr[nclptes generalty accepted in the Unlted States of America ‘ .

{n accordance with Government Audmng Stano'ards we have aiso |ssued our report dated July 10,
2008 onolr consideration of Akron-Fatrgrove Dtstr[ct Schools’ intermal control over financial reportmg '

. and on our tests of.its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is tb descfibe the scape 'of our testing of

internal cohtrol over financial reporting. and compliance and the results of that testing, and not fo -

. provlde an opinion oh the internal control over financial reporting or on compllance That reportisan
- integral part of an audit performed.in accordance with. Government Aua’rtmg Stendards and should be
' considered i assessmg the results of our audlt ’



Board of Education
Akran-Fairgrove District Schools
July 10, 2008

The management's discussion and analysis and budgetary comparison information on pages i through viii and
24, are not a required part of the baslc financial statements but are supplementary information required by
accounting principles generally accepted in the United States of Amaerica. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no apinion on it.

Cur audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the primary government of Akran-Fairgrove District Schools® basic financial statements. The
additional information on pages 25 to 50 is presented for purposes of additional analysis and is not a required
part of the basic financial statements. This additional information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Quadorsen ey, Bunaanddk #decom, B2,

ANDERSOCN, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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AKRON-FAIRGROVE DISTRICT SCHOOLS
STATEMENT OF NET ASSETS

CURRENT ASSETS

Cash and equivalents
Investments
Accounts receivable
Prepaid expenses

Due from other governmental units

Property taxas receivable
TOTAL CURRENT ASSETS

NONCURRENT ASSETS

Deferred amount on bond refunding
Amortization of bond issuance cost

Capital assets
Less accumulated depreciation

TOTAL NONCURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued salaries
Accrued benefits
Accrued interest
Acerued payrall taxes
Deferred revenue
Retirement incentives payable
Current portion of long term debt

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES

Noncurrent porticn of long term debt

June 30, 2008

Noncurrent portion of compensated absences

TOTAL NONCURRENT LIABILITIES

NET ASSETS

Invested in capital assets, net of reiated debt

Restricted for debt service
- Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying noles are an integral part of the financial statements.

3

GOVERNWENTAL
ACTIVITIES

$ 521,168
87,606
1,249

465,985
2,500

1,078,598

342,195

(51,330)
0,234,741
(3,545,083)

5,080,523

§ 7,058,121

$ 343
146,198

65,082

37,304

11,184

20,096

45,000

192,140

518,247

5,133,623
36,928

5,170,549

654,760
216,134
496,431

1,370,325

$ 7,059,121




AKRON FAIRGROVE SCHOOLS
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

Program Revenues

Governmental

Activities

MNet (Expense)

Revenue and

Charges for Operating Changss in
Functions/Programs Expenses Services Grants Net Assefs
Governmental activities:

Instruction $ 1,688,034 $100,879 $ (1,588,155)
Support services 1,211,865 87,252 (1,144,813)
Community services 2,806 (2,806)
Food services 135,293 $ 34,122 95,155 (6,016)
Athletics 107,332 16,851 (90,681)
Capital projects 14,559 (14,559)
Interest and costs on long-term debt 218,730 (218,730}
Amortization 17,110 {17,110}
Unallocated depreciation 234,500 (234,500)
Tatal governmental activities $ 3,631,229 $ 50,773 $263,286 (3,317,170}

General revenues:
Property taxes, levied for general purpases
Property taxes, levied for debt service
State sources
Investment revenue
Transfers fram other districts
Miscellaneous

Totat general revenue
Change in net assets
Net assets, beginning of year

Met assets, end of year

The accompanying notes are an thtagra!l part of the financial statemeants.

$

204,840
391,080
2,567,358
17,948
15,110
71,248

3,267,590

(49,580)

1,419,808

1,370,325




AKRON-FAIRGROVE DISTRICT SCHOOLS

BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2008

OTHER
NONMAJOR TOTAL
GENERAL BEBT CAPITAL OCGVERNMENTAL GOVERNMENTAL
FUND RETIREMENT PROJECTS FUNDS FUNDS
ASSETS
CURRENT ASSETS:
Cash and equivalents § 130,069 $ 256438 $ 106,085 34,566 $ 521,168
Invesimenls 87,696 87,698
Accounts receivable 1,249 1,249
Prapaid expenses - -
Due from other governmental units 465,995 - 455,995
Due from other funds - - -
TOTAL ASSETS $ 683,760 § 256,438 § 109,085 35,8758 $ 1,076,098
LIABILITIES AND FUND BALANCE
LIABILITIES:
Accounts payable N 343 $ 343
Benafits payable 41,706 41,706
Dsferrad revenus 20,086 20,086
Due to other funds - - -
Relirement payable 24,276 24,276
Salaries payable 146,198 146,198
Accrued payroll taxes 11,184 14,184
TOTAL LIABILITIES 243,803 - 243,803
FUND BALANCE:
Reserved far deht service $ 256,438 266,438
Unreserved:
Designated for capital expenditures $ 100,085 100,085
Undesignated 439,957 35,815 475,772
TOTAL FUND BALANCE 439 957 256,438 100,085 35,815 832,295
TOTAL LIABILITIES AND FUND BALANGE _$ 833,760 § 256,438 § 100,085 35815 3 1,076,088

The accompanying notes are an integral part of the financial statemsnls.



AKRON-FAIRGROVE DISTRICT SCHOOLS
Reconciliation of the Governmental Funds Balance Sheet to the

Statement of Net Assets
June 30, 2008

Total Fund Balances « Governmental Funds

Amounts reported for governmental activities in the statemant of
net assets are different because:

Capital assets used in governmental activities are not
financial resources and are not reported in the funds
The cost of the capital assets is:
Accumulated depreciation is:

Long term liabilities are not due and payable in the current
period and are not reported in the funds

Bonds payable

Deferred amount on bond refunding

Amortization of bond issuance costs

Compensated absences

Retirement incentives payable

Accrued interest is not included as a liability in govarn-

mental funds; it is recorded when paid

Balance of taxes receivable at 6/30/08 less allowance for doubtful
accounts, expected to be collected after September 1, 2008

Nat Assets of Governmental Activities

The accompanying notes are an integral part of the financial statemeanis.

$ 832,285

9,234,741
(3,545,083)

(5,325,763)
342,195
{51,330
(36,926)
{45,000)

(37,304)

2,500

$ 1,370,325



AKRON-FAIRGROVE DISTRICT SCHOOLS
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Governmental Funds
For the Year Ended June 30, 2008

OTHER
NONMAJOR TOTAL
GENERAL DEBT CAPITAL GOVERNMENTAL GOVERNMENTAL
FUND RETIREMENT PROJECTS FUNDS FUNDS
REVEMUES
Local saurces $ 278,132 $ 396,057 $ 2223 $ 59,482 $ 735,804
State sources 2,662 687 - 4,772 2,567,359
Fadaral sources 168,131 95,195 263,286
Transfers from other districts 15,110 15,110
TOTAL REVENUES 3,023,960 396,057 2,223 159,409 3,581,649
EXPENDITURES
Instruction 1,697,520 1,687,520
Supporting services 1,210,233 1,210,233
Community satrvices 2,808 2,808
Food services 135,283 135,283
Alhletic services 107,332 107,332
Other expenditures 553 553
Capltal Qutlay 110,508 110,508
Debt service:
Principal redemption 180,000 180,000
Inierest and fiscal charges 219,016 218,016
TOTAL EXPENDITURES 2,910,569 399,016 111,061 242,625 3,663,261
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES 113,401 {2,959} {105,538} {83,218) {81,612)
OTHER FINANCING SCURCES {USES)
Fund transfers in 36,300 90,045 126,345
Fund transfers out {126,345) - {126,345}
TOTAL OTHER FINANCING SOCURCES (USES) {128,345) 38,300 - 90,045 -
EXCESS OF REVENUES OVER
EXPENDITURES & OTHER SOURCES {USES) {12,944) 33,341 {108,838) 6,829 (81,812}
FUND BALANCE AT BEGINNIMG OF YEAR 452 801 223,097 208,923 28,986 913,907
FUND BALANCE AT END OF YEAR $ 439,957 % 256,438 $ 100,085 $ 35,815 $ 832,295

The accemparying notes are anintegral part of ihe financial stalemants,



AKRON-FAIRGROVE DISTRICT SCHOOLS
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmentai Funds

ta the Statement of Activities
June 30, 2008

Total net change in fund balances--governmental funds

Amounts reported for governmental activities in the statement of activities are
different because:;

Capital outlays are reported in governmental funds as expenditures. However,
in the statement of activities, the cost of these assets are allocated over their
useful lives as depreciation:

Depreciation expense

Amonrtization

Capital qutlay

Acgrued interest on bonds is recorded in the statement of activities when
incurred; it is not recorded in governmental funds urtil it is paid:

Accrued interest payable at the beginning of the year

Accrued interest payable at the end of the year

Repayments aof principal on lang-term debt is an expenditure in the governmental
funds, but not in the statement of activities {where it is a reduction of liabilities)

Compensated absences are reported on the accrual method in the statement of
activities and recorded as an expenditure when financial resources are used in the
governmental funds:

Accrued absences at the beginning of the year

Accrued absences at the end of the year

Compensated retirement incentives are reported an the accrual methad in the
statement of activities and recorded as an expenditure when financial resources are
used in the governmental funds:

Accrued retirement incentives at the beginning of the year

Accrued retirement incentives at the end of the vear

Revenue is recorded an the accrual method in the statement of activities; in the
governmental funds it is recorded on the modified accrual method and not
considered available:

Accrued revenue at the beginning of the year

Accrued revenue at the end of the year

Change in net assets of governmental actlvities

The accompanying notes are an intagral par of the financial statements.

$(81,812)

(234,500)
{(17,110)
108,796

37,590
(37,304)

180,000

41,486
(36,926)

35,000
(45,000)

(2,500)
2,500

$(48,580)



AKRON-FAIRGROVE DISTRICT SCHOOLS
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2008

PRIVATE-
PURPOSE
TRUST AGENCY FUNDS
CURRENT ASSETS
Cash $ 22122
Investments $ 9,977 -
TOTAL ASSETS $ 9,977 % 22122
LIABILITIES
Due fo student organizations $ 22,122
TOTAL LIABILITIES - 22122
NET ASSETS
Reserved for scholarships $ 8,977
TOTAL NET ASSETS § 8,977 $ 22122

The accompanying notes are an integral part of the financial statemsnts.



AKRON-FAIRGROVE DISTRICT SCHOOLS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
June 30, 2008

PRIVATE-
PURPOSE
TRUST
ADDITIONS
Interest earnings $ 381
Donations -
Total additions: 381
DEDUCTIONS
Scholarships awarded 500
CHANGE IN NET ASSETS {119}
NET ASSETS
Beginning of year 10,006
End of year $ 9,977

The accormpanying notes are an integral part of the financial staternents.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The basic financial statements of the Akron-Fairgrove District Schools have been prepared in conformity with accounting
principles generally accepted in the United States of America {GAAP) as applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The mors significant of the District’s accounting policies are described below.

REPORTING ENTITY:

The Akron-Fairgrove District Schools (the “District"} is governed by the Akron-Fairgrove District Schools Board of
Education {the “Board"), which has responsibility and control cver all activities related to public school education
within the District. The District recsives funding from local, state, and federal government sources and must comply
with all the requirements of thess funding scurce entities. However, the District is not included in any other
governmental reparting entity as defined by the accounting principles generally accepted in the United States of
America. Board members are elected by the public and have decision-making authority, the power to designate
management, the ability to significantly influence operations, and the primary accountability for fiscal matters. In
addition, the District’s reporting entity does no contain any component units as defined in Governmentat Accounting
Standards Board Statement No. 14.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

Tha government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the District. For the most part, the effect of interfund activity has
been remaved from these statements. The government-wide financial statements categorize primary activities as
either governmental or business type. All of the District’'s activities are classified as governmental activities.

The statement of aglivities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly idenfifiable with a specific function or
segment. Program revenues include 1) charges paid by recipients who purchase, use or diregtly benefit from goods
or services by a given function or segment and 2} grants and contributions that are restricted fo meeting the
operational or capital requirements of a particular function or segment. State Foundation Aid, certain revenue from
the intermediate school district and other unrestricied items are not included as proagram revenues but instead as
general revenues.

In the government-wide statement of net assets, the governmental activities column (a) is presented on a
consolidated basis, (b} and is reparted on a fult accrual, economic resource basis, which recognizes all long-term
assets and receivables as well as long-term debt and obligations. The Disfrict’s net assets are reported in three
parts — invested in capital assets, net of related debt; restricted net assets; and unrestricted net assets.

The District first utilizes restricted resources to finance qualifying activities.

The gavernment-wide statement of activities reports both the gross and net cost of each of the District’s functions.
The functions are also supported by generai government revenues (properly taxes, certain intergovernmental
revenues, investment income and other revenue) The statement of activities reduces gross expenses by related
program revenues and operating granis. Program revenues must be directly associated with the function.
Operating grants include operating-specific and discretionary {aither aperating or capital) grants.

The net costs (by function} are normally covered by general revenue (property taxes, state sources, intermediate
district sources, interest income and other revenues.)
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS, {Continusd}:
The District does not allocate indirect costs.

This government-wide focus is more on the sustainability of the District as an entity and the change in the District's
net assets resulting from the current vear’s aclivities,

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
excluded from government-wide financial statements. Major individual governmental funds are reported as separate
columns in the fund financial statements.

GOVERNMENTAL FUNDS

Gaovernmental funds are those funds through which most school district functions typically are financed. The
acquisition, use and halances of the school district's expendable financial resources and the related current
liabilities are accounted for through governmental funds,

The District reports the following major governmental funds:

The general fundis the District’s primary operating fund. It accaunts for all financial resources of the District, except
those required to be accounted for in ancther fund.

The debt service fund accounts for the resources accumulated and payments made for princigal and interest on
long-term general obligation debt of governmental funds.

The capital projects fund accaunts for the receipt of debt proceeds and the acquisition of fixed assets or construction
of major capital projects.

The capital projects funds include capital project activities funded with bonds issued after May 1, 1984, For these
capltal projects, the school district has complied with the applicable provisions of §1351a of the Revised School
Code.

OTHER NON-MAJOR FUNDS

The special revenue funds account for revenue sources that are legally restricted fo expenditures for specific
purposes (not including expendable trusts or major capital projects). The District accounts for its food service and
athletic activities in the special revenue funds.

Flduciary funds account for assets held by the District in a trustes capacity or as an agent on hehalf of others. Trust
funds account for assets hald by the District under the terms of a formal trust agresment. Fiduciary funds are not
included in the government—wide statements.

The private purpose trust fund is accounted far using the accrual method of accounting. Private purpose trust funds
accaunt for assels where interest payments may be spent for student scholarships. These funds are no included in
the District's government-wide financial statements,

The agency fund is custedial in nature and does not present results of operations or have a measurement focus.

Agency funds are accounted for using the modified accrual basis of accounting, This fund is used to account for
assets that the District holds for others in an agency capacity (primarily student activities).
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION:

Accrual Method:

The government-wide financial statements are reported using the economic rescurces measurement facus and the
accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met,

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in the government-wids financial statements to the extent that those standards do no conflict with or
coniradict guidance of the Government Accounting Standards Board.

Modified Accrual Mathod:

Governmental fund financial statements are reportad using the current financial resources measurement focus and
the medified accrual basis of accounting. Revenues are recagnized as soon as they are both measurable and
available. Revenues are considered to be available when they are callectible within the current period or soon
enough thereafter fo pay liahilities of the current periad. For this purpose, the District considars revenues to be
available if they are collected within 60 days of the end of the current fiscal period. Expanditures generally are
recorded when a liability is incurred, as under accruai accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded oniy when paymeni is due.

Property taxes, state and federal aid and interest associated with the current fiscal period are all considered to be
susceptible to accrual and sc hrave been recegnized as revenues of the current fiscal period. All other revenue
items are considered o be measurable and available only when cash is received by the District.

State Foundation Revenue:

The State of Michigan utilizes a foundation grant approach, which provides for a specific annual amount of revenue
per student based on a statewide formula. The foundation is funded from state and local sources. Revenues from
state sources are primarily governed by the School Aid Act and the School Code of Michigan. The Michigan
Department of Education administers the allocation of state funds to school districts based on information supplied
by the districts. For the year ended June 30, 2008 the foundation allowance was based on the pupil membership
colnts taken in February and September of 2008.

The state portion of the foundation is provided primatily by a state education property tax millage of 8 mills-and an
allocated portion of state sales and other taxes. The local portion of the foundation is funded primarily by non-
homestead property taxes which may be levied at a rate of up to 18 mills. The State revenue is recagnized during
the foundation permd and is funded through payments from Oclober, 2006 - August, 2008. Thus, the unpaid
portion at June 30™is reported as due from other governmental units. The local revenug is recognized as outlined
in Note 1 Accounting for Property Taxes.

State Categorical Revenue:

The District also recsives revenue from the State to administer certain categorical education programs. State rules
require that revenue earmarked for these programs be used for its specific purpose. Categorical funds received
which are not expended by the close of the fiscal year are recorded as deferred revenue.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {Continued):

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION (Continued):

Federal Revenue:
Expenditure-driven grants are recognized when the qualifying expenditures have been incurred and all other grant

requiremeants have baen met,

ASSETS, LIABILITIES AND EQUITY:

1.

Cash and equivalents include amounts in demand deposits and cerlificates of deposit.

The District reports its investments in accordance with GASB Statement No. 31, Accouniing and Financial
Reporting for Certain Investments and for External investment Pools and No. 40 Deposifs and Investment
Risk Disclosures. Under these standards, certain Investments are valued at fair value and determined by
quoted market prices, or by estimated falr values when quoted market prices are not available. The
standards also provide that certain investments are valued at cost (or amortized cost) when they are of a
short-term duration, the rate of return is fixed, and the districts ivfend te hold the investment until maturity.

State statutes authorize the District to invest in bonds and other direct and certain indirect obligations of the
U.S. Treasury, certificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank,
savings and loan association, or credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respactively; in commercial paper rated at the time of purchase within the three highest classifications
established by nof less than two standard rating services and which matures not more than 270 days after the
date of purchase. The District is also autharized to invest in U.8. Government or federal agency ohligation
repurchase agreements, bankers' acceptances of U.3. banks, and mutual funds composed of investments as

outlined above.

Short-term Interfund Receivables/Payables.

During the course of aperations, numerous transactions occur betwesn individual funds for goods provided or
services rendered. These receivables and payables are classified as "due fram other funds” or "due to other
funds” on the balance sheetl.

Property Taxes.

Property taxes levied by the District are collected by various municipalities and periadically remitted to the
District. The taxes are levied and become a lien as of July 1 and December 1 and are due upon receipt of tha
billing by the taxpayer and become a tien on the first day of the levy year. The actual due dates are
September 14 and February 14, after which time the bills become detinquent and penalties and interest may
be assessed by the collecting entity.

For the year ended June 30, 2008, the District levied the following amounts per $1,000 of assessed valuation
of $105,146,868:

FUND MILLS
General Fund = Non Homestsad 18.00
Debt Setvice Fund 3.70

On June 9, 2003 voters of the District approved the 18.00 mill levy for the years 2004-2013.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {Continued):

ASSETS, LIABILITIES AND EQUITY {Continued):

4,

Prepaid Expenditures.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items.

Capitat Assets.

Capital assets purchased or acquired are capitalized at historical cost or estimatad historical cost. Donated
fixed assets are valued at their estimated fair market value on the date received.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized. Improvements are capitalized and depreciated over the remaining useful lives
of the rejated capital assets.

Depreciation on all assets is provided on the straight-line basis over the estimated useful tives as follows:

Buildings and additions 50 years
Furniture and other equipment 5 — 20 years

The District’s capitalization policy is to capitalize individual amounts exceeding $2,500. Group purchases are
evaluated on a case-by-case basis.

Compensated Absences.

Accumulated vacation and sick pay amounts that are expected {o be liquidated with expendable available
resources are recorded. The current and long-term liability for compensated absences is reporied on the
government-wide financial statements. A liability for these amounts, including related benefits, is reported in
governmental funds only if they have matured, for example, as a result of employee leave, resignations or
ratiremants.

Itis the policy of the District that upan the death or retirement or layoff of a teacher from the district, the Board
shall pay to the teacher, ot his/her estate, a sum equal to $43 for each unused accumulated sick day, up to a
maximum of 180 days.

Unemployment insurance.

The District reimburses the Michigan Employment Security Agency (MESA) for the actual amaunt of

unemployment benefits disbursed by the MESA on behalf of the District. Billings received for amaunts paid by
the MESA through June 30, are accrued, if material.
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NOTE 1

AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Finhancial Statements
For The Year Ended June 30, 2008

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

ASS

8.

ETS, LIABILITIES AND EQUITY, (Continued):

Long-term obligations.

In the government-wide financial statements, lang-term debt and other long-term obligations are reported as
liabilities on the statement of net assets. Bond premiums and discounts, as well as issuance cosis and the
difference between the reacquisition price and the net carrying amount of the old debt, are deferred and
amortized over the life of the bonds using the straight [Ihe methad over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as weli as
bond issuance costs during the current period. The face amount of debt issued is reported as other financing
sources, Premiums received on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt praceeds received, are reported as debt service expenditures,

Use of Estimates.

The process of preparing general purposa financial statements in conformity with U.S. generally accepted
accounting principles requires the use of estimates and assumptions regarding certain types of assets,
liabilities, revenues, and expenditures. Such estimates primarily relate to unsettled transactions and events as
of tha date of the financial statements. Accordingly, upon settlement, actual results may differ from estimated
amounts.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 2 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY:
Budgets are adopted on a basis consistent with U.S. generally accepted accounting principles. Annuat appropriated budgets
are adopted for the genera!, special revenue and debt service funds. All annual appropriations lapse at fiscal year end.

The District does not maintain a formalized encumbrance accounting system.
The District follows these procedures in estabiishing the budgetary data reffected in the financial statements:

1. The Superintendent submits 1o the School Board a proposed operating budget for the fiscal year commencing
on July 1. The operating budget includes proposed expenditures and the means of financing them. The level
of control for the budgets is at the functional level as set forth and presented as required supplementary
infarmation.

2. Public hearings are canducted to obiain taxpayer camments.

3.  Priorto.July 1, the budget is legally adopted by School Board resolution pursuant to the Uniform Budgsting
and Accounting Act (P.A. 621 of 1978). The Act requires that the budget be amended prior to the end of the
fiscal year when necessary to adjust appropriations if it appears that revenues and other financing sources will
be less than anticipated or so that expenditures will not be in excess of original estimates, Expenditures shall
not be made or incurred, unless authorized in the budget, or in excess of the amount approgriated. Any
expenditures in violation of the budgeting act are disclosed as unfavorable variances on the cambined
statement of revenues, expenditures and changes in fund balances - budget and actual {GAAP Basis) -
general, special revenue and debt service funds,

4, The Superintendent is authorized to fransfer budgeted amounts between major expenditure functions within
any fund; however, these transfers and any revisicns that alter the total expenditures of any fund must be
approved by the School Board.

5, Formal budgetary integration is emplayed as & management control device during the year for the general
fund, special revenue and debt service fund.

B. The budget as presented, has been amended. Supplemental appropriations were made during the year with
the last one approved prior to June 30.

7. The Districts exceeded the final budgeted amount by $27,936 and exceeded the Instruction and Supporting
sarvices budgsets by $21,794 and $27,504, respectively. These are violations of the PA621 Budgeting Act.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 3 — DEPOSITS AND INVESTMENTS - CREDIT RISK:
As of June 30, 2008, the District had the following investments.

Weighted
Average Standard
Maturity & Poor's

Investment Type Fair value {Years) Rating Yo
MILAF External Investment pool -MIMAX § 97,673 0.0027 AAAm  1000%
Total fair value $ 97,673 100.0%
Portfolio weighted average maturity 0.0027
———

The District voluntarily invests certain excess funds in external pooled invesiment funds that included money market
funds. One of the pooled invesiment funds utilized by the District is the Michigan Investment Liquid Asset Fund
(MILAF). MILAF is an external pooled investment fund of “qualified” investments for Michigan school districts. MILAF
is not regutated nor is it registered with the SEC. MILAF reports as of June 30, 2008, the fair value of the District's
investments is the same as the value of the poal shares.

Interest rate risk. In accaordance with its investment policy, the District will minimize interest rate risk, which is the risk
that the market value of securities in the portfolic will fall due to changes in market interest rates, by: structuring the
invastment portfolio so that securities mature to meet cash requirements for angoing operations, thereby avoiding the
need to sell securities in the open market; and, investing operating funds primarily in shortar-term securitias, liquid
asset funds, money market mutual funds, or similar investment pools and limiting the average maturity in accordance
with the Disirlct’s cash requirements.

Credit risk. State law [imits investments in commercial paper and corporate bonds to a prime or better rating issuad
by nationally recognized statistical rating organizations {NRSROs).

Concentration of credit risk. The District will minimize concentration of credit risk, which is the risk of loss attributed
to the magnitude of the District's investment in a single issuer, by diversifying the investment portfolio so that the
impact of potential osses from any one type of security or issuer will be minimized.

Custodial credit risk - deposits. |n the case of dapasits, this is the risk that in the event of a bank failure, the
District's deposits may nol be returned o it. As of June 30, 2008, $283,549 of the District's bank balance of $652,402
was exposed to custodial credit risk because it was uninsured and collateralized with securities held by the pledging
financial institution’s trust department or agent, but net in the Disfrict's name.

Custodial credit risk - investments. For an investment, this is the risk that, in the svent of the failure of the counter-
party, the District will not be able {o recover the value of its investments or collateral securities that are in the
possession of an outside party

The District will minimize custodial credit risk, which is the risk of loss due ta the failure of the security issuer or backer,
by, limiting investments to the types of securities allowed by law; and pre-qualifying the financial institutions,
broker/dealers, intermadiaries and advisars with which the District will do business.

Foreign currency risk. The District is not authorized to invest in investments which have this type of risk.
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AKRON-FAIRGROVE DISTRICT SCHOOQOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 3 — DEPOSITS AND INVESTMENTS - CREDIT RISK, {Continued):

The above amounts as previously reported in Note 3:

Deposits - including fiduciary funds of $22,122 $ 543,280
Investments - including fudicuary funds of $8,977 97 673
$ 640,953

The above amounts are reportad in the financial statements as follows:

Cash Agency Fund $ 22,122
Investments - Private Purpose Trust Fund 8,977
Cash - District wide 521,158
Investmerts - District wide 87,606

$ 640,953

NOTE 4 — NOTE PAYABLE:
At June 30, 2008, the District had paid in full the outstanding balance of a note payable. The note had an interest
rate of 3.71%. The note was secured by the full faith and credit of the District as well as pledged state aid.

Balance Balance
June 30, 2007 Additions Paymenis June 30, 2008

NOTE 5 — LONG-TERM DEBT:

The following is a summary of the serial bands of the school district for the year ended June 30, 2008:

SERIAL

BONDS
Balance payable - July 1, 2007 $5,197,788
1999 School Building and Site Bonds paid (155,000}
2005 Refunding Bonds Paid {25,000}
Amortization of Deferred Amount on Bond Refunding 17,110
Durant Principal Payment (0}
Balance payable June 30, 2008 $5,034,898

Interest expensa (all funds) for the year ended June 30, 2008 was $225,110.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 5 — LONG-TERM DEBT, (Continued):
As of June 30, 2008, the school district had the following outstanding bonds payable:

2005 QZAB Bond -To be paid in 15 equal annual installmenis of $33,649. This bond is interest

free. $ 625,000
1989 School Building and Site Bonds te furnish and remodel existing equipment;

5.50% interest. 165,000
1998 Durant Bonds; 8.00% interest. 15,763
Peferred amount on bond refunding (290,865)

2005 Refunding Bonds; interest from 3.0% to 5.0%. The 2005 Refunding Bonds were
authorized by the Board of Education, by resclutions adepted on September 13, 2004 and
March 21, 2008 for the purpose of refunding a portion of a prior bond issue of the School
District, The Bonds will pledge the full faith and credit of the School District for payment of the
principal and interest thereon and will be payable from ad valorem taxes, which may be levied

on all taxable property in the School District without limitation as o rate or amount. 4,520,000
Total $.5,034,898

The annual requiremenis to amortize long-term debt outstanding as of June 30, 2008 are as follows:

YEAR ENDED JUNE 30, PRINCIPAL INTEREST TOTAL

2009 $ 182,140 $ 209,251 $ 401,391
2010 206,235 200,703 406,938
2011 202,349 192,188 394,535
2012 217,481 182,076 399,537
2013 227,578 171,206 398,784
2014-2018 1,308,000 682,075 1,987,075
2019-2023 2,235,000 381,687 2,616,687
2024-2025 740,000 49,950 789,850
5,325,763 2,069,134 7,394,897

Deferred amount on bond refunding {290,8658) (290,865)
Accumulated compensated absences B1,926 - 81.926
TOTALS $5,116,824 $2,069,134 $7,185,058

Buring the year ended June 30, 2005 the District financed the 1999 bonds. New general cbligation bonds were issued at a
premium of $82,226 after paying issuance costs of $106,031, the net proceeds were $4,571,195. The net proceeds from the
issuance of the general obligation bonds were used to purchase U.S. government securities and those securities were
deposited In an irrevocable trust with an escrow agent to provide debt service payments until the term bonds are paid off on
May 1, 2022. The advance refunding met the requirements of an in-subsiance debt defeasance and the term bonds were
removed from the District's government-wide financial statements.

As aresult of the advance refunding, the District reduced it total debt service requirements which resulted in an economic gain
{difference batween the prasent value of the debt service payments on the old and new debt) of $211,001.

Interest on long-term debt for the year ended June 30, 2008 was $217,968.
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AKRON-FAIRGROVE DISTRICT SCHOOQOLS
Notes to Financial Staterments
For The Year Ended June 30, 2008

NOTE 5 — LONG-TERM DEBT, (Continued):
The annual payments will be deposited with Chemical Bank and Trust Company and will earn interest at the rate of 2.96% per
annum. The accumulated amounts will be used to pay off the QZAB bond in 2020.

NOTE 6 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN:

Plan Description — The District contributes to the statewide Michigan Public School Employees' Retirement System {MPSERS),
a cost sharing multiple-employer state-wide defined banefit public employee retirement plan governed by the State of Michigan.
The MPSERS provides retirement survivar and disability benefits and postretirernent benefits for health, dental and vision for
substantially afl employees of the District. The MPSERS was established by Public Act 138 or 1945 and operated under the
provisions of Public Act 300 of 1280, as amended. The MPSERS issues a publicly available financial report that includas
financial statements and required supplementary information for MPSERS. That report may be abtained by writing to Michigan
Public School Employees Retirement System, P.O. Box 30171, Lansing, Michigan, 48908-7671 ar by calling {800) 381-5111.

Funding Policy - Member Invesiment Plan {MIP) members enrclled in MIP prior to January 1, 1990 contribute a permanently
fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from January 1, 1987, the effective date of the MIP,
until January 1, 1990 when it was reduced fo 3.9%. Members first hired January 1, 1880 or [ater and returning meambers who
did not work between January 1, 1987 through December 31, 1989 contribute at the following graduated permanentiy fixed
contribution rate: 3% of the first $5,000; 3.6% of $5,001 through $15,000; and 4.3% of all wages over $15,000.

Basic Plan members make no contributions. For a limited period ending December 31, 1892, an active Basic Plan member
could enroll in the MIP by paying the contributions that would have been made had enrallment occurrad initially on January 1,
1987 or on the date of hire, plus interest. MIP contnbu’rlons at the rate of 3.9% of gross wages begin at enrollment. Actuarial
inferest is posted to member accounts on July 1* on all MIP monies on deposit for 12 months. If a member leaves MPSERS
service and ho pension ts payable, the member's accumulated contribution plus interest, if any, are refundable.

The District is required to contribute the full actuarial funding contribution ameount to fund pension benefits, plus an additional
amount to fund retiree health care benefit amounts on a cash disbursement basis. The rate for the year ended June 30, 2008
was 17.74% through September 2007 and 186.72% for Cclober 1, 2007 through June 30, 2008, The coniribution requirements
of plan members and the District are astablished and may be amended by the MPSERS Board of Trustees. The District's
cantribution to MPSERS for the years ended June 30, 2008, 2007, and 2008 wera $257,594, $278,908, and $271,809,
respectively, and were equal ta the required contributions for those years.

The District is not responsible for the payment of retirement benefits, which is the responsibility of the State of Michigan.

Other post-employment benefits — Also within the MPSERS system, retirees have the option of health coverage, which is
funded on a cash disbursement basis by the employers. The MPSERS has contracted to provide the comprehensive group
medical, hearing, dental and vision coverages for retirees and beneficiaries. A significant portion of the premium is paid by the
MPSERS with the balance deducted from the monthly pension.

NOTE 7 - OPERATING LEASES:
The School District entered into a contract to lease Office Data Processing Equipment beginning July 30, 2002 for 66 months,
at a cost of $13,500 per year.

On October 17, 2007 the School District entered into a contract to lease office equipment from Toshiba for a period of 63
manths at a cost of $3,110 per quarter,
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AKRON-FAIRGRQOVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 8 - RISK MANAGEMENT:

The District is exposed to risk of loss related to injurias to employees. The District participates in a pool of educational
institutions within the State of Michigan for self-insuring workers’ disahility compensation. The pool is considered a public entity
risk poal. The District pays quarierly premiums to the poel for the insurance coverage. In the event the pool's total claims and
expenses for a policy year exceed the total normal annual premiums for said years, all members of the pool's policy year may
be subject to special assessment to make up the deficiency. The pool maintains reinsurance for claims in excess of $500,000
for each occurrence with the overall maximum coverage being unlimited. The District has not been informed of any special
assessments being required.

The District continues to carry commercial insurance for other risks of loss, including employee health and accident insurance,
torts, theft of, damage to and destruction of assets and errors & omissions.

NOTE 9 — DUE TO AND FROM OTHER FUNDS:

The District had ne due to other funds or due from other funds for the year ended June 30, 2008,

NOTE 10 — TRANSFERS:
The general fund transferred $90,045 to the athletic fund and $36,300 to the QZAB Debt Retiremant Fund during the current
fiscal year for operating purposes.

NOTE 11 — CAPITAL PROJECTS FUND:

On June 28, 2005 the District borrowed $625,000 through the Qualified Zone Academy Bond Program for the purpose of
remodeling, equipping, re-equipping, furnishing and re-furnishing schoel buildings; acquiring school buses; and developing and
improving athletic facilities, playgrounds and sites. The bonds are to be repaid with fifteen annual installments of $33,649
commencing on June 28, 2006 being paid into a Trust Account {o provide the funds to repay the bond principal in one payment
of $625,000 on June 28, 2020. The honds are interest-free and the balance on June 30, 2008 is $625,000. The balance in this
trust account at June 30, 2008 is $110,355.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 12 - CHANGES IN GENERAL FIXED ASSETS:
A summary of changes in general fixed assetls foltows:

BALANCE BALANCE
MARCH 31, MARCH 31,
2007 ADDITIONS REDUCTIONS 2008

Buildings $7.804,521 57,804,521
General Equipment 164,735 164,735
Buses 437,603 437,603
Technology 218,495 $ 39,632 259,127
Playground, Athletic, & Site Improvement 498 591 69,164 568,755
TOTAL GENERAL FIXED ASSETS 9,125,945 108,795 - 0,234,741
Accumulated Depreciation (3,310,583} (234,500} - (3,545,083)
NET ASSETS $5,815,362 125.704) NONE $5,689,658

Depreciation for the fiscal year ended June 30, 2008 amounted to $234,500. The District determined that it was
impractical to allocate depreciation to the various governmental activities as the assets serve multiple functions.
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AKRON-FAIRGROVE DISTRICT SCHOOQLS
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

YEAR ENDED JUNE 30, 2008

REVENUES:
Local sources
State sources
Federal sources
Transfers from other districts

TOTAL REVENUES

EXPENDITURES:
Instruction
Supporting services
Community services

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfer to Other Funds

TOTAL OTHER FINANCING SOURCES
(USES)

EXCESS OF REVENUES QVER
EXPENDITURES & OTHER
SOURCES (USES)
FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

See lhe accompanying nofes.

VARIANCE WITH
BUDGET FINAL BUDGET
FAVORABLE
ORIGINAL FINAL ACTUAL  (UNFAVORABLE)
$ 238464  $ 261,459  $ 278132  § 16,673
2,453,907 2,571,826 2 562,587 (9,239)
145,808 153,502 168,131 14,629
20,500 15,560 15,110 (450)
2,858,477 3,002,347 3,023,860 21,613
1,644,122 1,675,728 1,897,520 {21,794)
1,126,546 1,182,729 1,210,233 (27 504)
- 2,806 2,806 -
2,770,668 2,861,261 2,910,559 (49,208)
85,800 141,086 113,401 (27,685)
(126,727) (126,094) (126,345) (251)
(126,727) (126,094) (126,345) (251)
{40,918) 14,082 (12,944) (27,936)
452,901 452,901 452,901 -
$ 411,083  § 467,803  $ 439,957 § (27,936)
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AKRON-FAIRGROVE DISTRICT SCHOOLS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND TYPES
June 30, 2008

ASSETS
CURRENT ASSETS:
Cash
Accounts receivable

TOTAL ASSETS

LIABILITIES AND FUND BALANCE
LIABILITIES;
Due to other funds
FUND BALANCE:
Unreserved

TOTAL FUND BALANCE

TOTAL LIABILITIES & FUND BALANCE

See the accompanying notes.

GOVERNMENTAL
FUND TYPES
SPECIAL
REVENUE
$ 34,566

1,249

$ 35,815
$ -
35,815

35,815

¥ 35815
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TOTAL

2008

$ 34,566
1,249

$ 35,815

35,815
35,815

$ 35815
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AKRON-FAIRGROVE DISTRICT SCHOOLS

COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE - NONMAJOR GOVERNMENTAL FUND TYPES

YEAR ENDED JUNE 30, 2008

GOVERNMENTAL
FUND TYPES TOTAL
SPECIAL
REVENUE 2008
REVENUES:
Local saurces
Sales of meals and milk $ 34,122 $34,122
Admissions 16,651 16,651
Interest 724 724
Other 7,985 7,985
Total tocal sources 59,482 59,482
State sources
State aid 4,772 4,772
Federal saurces
National School Lunch Program 83,570 83,570
USDA Commodities 11,585 11,585

Total federal sources 95,155 95,155
TOTAL REVENUES 169,408 159,409
EXPENDITURES:

Food services 135,283 135,293

Athletics 107,332 107,332
TOTAL EXPENDITURES 242,625 242,625
EXCESS (DEFICIENCY) OF REVENUES OVER

EXPENDITURES (83,216) (83,218)
QOTHER FINANCING SOURCES {USES):

Fund transfers in 90,045 90,045
TOTAL OTHER FINANCING SOURCES (USES) 90,045 90,045
EXCESS OF REVENUES OVER EXPENDITURES

& OTHER SQURCES (USES) 8,829 6,829
FUND BALAMCE - BEGINNING OF YEAR 28,886 28,086
FUND BALANCE - END OF YEAR 5 35,815 $35,815

See the accompanying notes.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

[N FUND BALANCES - BUDGET AND ACTUAL {GAAP BASIS) -

GENERAL AND SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

REVENUES
Local sources
State sources
Federal sources
Transfers from other districts

TOTAL REVENUES

EXPENDITURES
Instruction
Supporing services
Community services
Food services
Athletic services

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES):
Fund transfers in
Fund fransfers out
TOTAL OTHER FINANCING SOURCES (USES)
EXCESS (DEFICIENCY} OR REVENUES OVER
EXPENDITURES AND OTHER SQURCES
(USES)
FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Ses the accompanying notes.

27

GENERAL FUND

VARIANCE
FAVORABLE

BUDGET ACTUAL (UNFAVORABLE)
$ 261,459  § 278132  $ 16,873
2,671,826 2,562,587 (9,239)
153,502 168,131 14,629
15,560 15,110 (450)
3,002,347 3,023,080 21,613
1,675,725 1,697,520 {21,794)
1,182,729 1,210,233 (27,504)
2,806 2,806 -
2,861,261 2,810,559 (49,298)
141,086 113,407 (27.685)
(126,004) (128,345) (251)
(128,094) (126,345) (251)
14,992 (12,9443 (27,9386)
452,801 452,901 -
$ 467893  $ 439,957 $ (27,936)




SPECIAL REVENLIE FUND

VARIANCE
FAVORABLE

BUDGET ACTUAL (UNFAVORAELE)
$51,917 $ 50,482  $ 7,565
6,870 4,772 (2,098)
70,000 95,155 25,155
128,787 159,400 30,622
124,674 135,203 (10,619)
104,106 107,332 (3,226)
228,780 242,625 (13,845)
(89,093) (83,216) 16,777
89,439 90,045 606
89,439 90,045 606
(10,554) 6,820 17,383
28,986 28,086 -
$18,432 $ 35,815 $ 17,383

28



AKRON-FAIRGROVE DISTRICT SCHOOLS

GENERAL FUND
SCHEDULE OF REVENUES

FOR THE YEAR ENDED JUNE 30, 2008

LOCAL SOURCES:
Froperty taxes
Delinguent taxes
Interest income
Drivers education fees
Transportation reimbursements
Other

Total Local Sources

STATE SOURCES:
Foundation Grant
Michigan schoal readiness
At Risk
Durant Funds
Other

Total State Sources

FEDERAL SQURCES:
Title |
Titie V
Title |l
Technology Literacy Challenge Grant
Drug Consortium
Handicapped
Tech Prep
Miscellansous

Total Federal Sources
OTHER TRANSACTIONS:
Incoming Transfers:
TISD
Other

Total Transfers

TOTAL REVENUES

See the accompanying notss.

VARIANCE -

FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
$ 203,164 $ 204,795  § 1,631
- 45 45
7,000 10,031 3,031
1,000 2,200 1,200
30,300 - {30,300)
19,995 61,061 41,066
261,459 278,132 16,673
2,386,175 2,379,248 (6,027)
102,000 89,638 (12,362)
79,805 89,855 10,050
3,846 3,846 -
2,571,826 2,562,587 (9,239)
132,796 107,918 (24,878)
1,427 1,427 -
- 43,078 43,078
1,081 1,081 .
350 475 85
2,000 2,119 119
15,828 12,053 (3,775)
153,502 168,131 14,629
12,500 9,250 (3,250)
3,080 5,860 2,800
15,560 15,110 (450)
$2,002,347  $3,023,960  $ 21,613
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AKRON-FAIRGROVE DISTRICT SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE -
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)

INSTRUCTION:
BASIC PROGRAMS:
AKRON ELEMENTARY:
Salaries:
Teachers $ 303,500 $ 309,615 $ {6,108)
Aides 19,344 20,083 {739)
Substitutes 70 70 -
Employee benefits 184,881 193,467 (8,5686)
Purchased services 20,640 18,954 1,686
Workshops and conferences 1,050 879 71
Teaching supplies & materials 4,600 1,569 31
Fees & dues 370 363 7
Capital outlay 302 301 1
Total Akron Elementary 531,766 545,401 {13,635}
SECONDARY:
Salaries:
Teachers 405,954 406,503 (548)
Aides 40,197 38,706 1,401
Substitutes 1,000 970 30
Cther professional salaries 15,650 15,624 26
Employee henefits 233,786 224,144 8,642
Travel, workshops & conferences 1,400 1,603 {293)
Purchased services 30,361 32,701 (2,340}
Teaching supplies & materials 5,848 5502 144
Fees & dues 1,305 1,294 11
Capital outlay 3,080 3,080 -
Total Secondary 738,329 730,257 8,072
MICHIGAN SCHOOL READINESS 102,000 89,6238 12,362
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AKRON-FAIRGROVE DISTRICT SCHOOLS

GENERAL FUND
SCHEDULE OF EXPENDITURES

FOR THE YEAR ENDED JUNE 30, 2008

INSTRUCTION, (Continued):
BASIC PROGRAMS, (Continued):

BASIC PROGRAMS/ ADDED NEEDS:
Title |
At Risk
Salaries & benefits
Teaching suppfies & materials
Special Edugcation:
Salaries:
Teachers
Aides
Substitutes
Employee benefits
Travel, workshops & conferences
Teaching supplies & materials

Total Added Needs

TOTAL INSTRUCTION

SUPPORTING SERVICES:

GUIDANCE SERVICES:
Salaries:
Counseling
Truancy
Employee benefits
Travel, workshops & conferences
Supplies

Total Guidance Services

VARIANGE -
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
$ 98,293 $ 101,118 $ (2,825)
81,563 80,646 907
132 12,750 (12,627)
57,567 69,601 (12,034)
1,500 1,500 -
8,700 8,106 594
50,851 53,602 (2,751)
1,225 1,108 117
3,810 3,784 26
303,631 332,224 (28,593)
1,675,726 1,607,520 (21,794)
41,122 36,121 5,001
2,800 2,800 -
10,023 8,828 1,195
20 18 2
53,965 47,767 6,198
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AKRON-FAIRGROVE DISTRICT SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE -
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)

SUPPORTING SERVICES, (Continued):

INSTRUCTIONAL STAFF:

Title V $ 1,427 $ 1,427 -
Title Il 3,295 43,353 $ (40,058)
Career education - 4,030 (4,030}
Medicaid incentives 300 1,060 (760)
District-wide festing 700 657 43
Tech Prep teaching workshops 2,000 2,119 (119)
MIBSLI Grant 2,940 2,939 1
Drug education consortium 1,500 - 1,500
Federal Rural Education 11,928 11,828 -
Total Instructional Staff 24,090 67,513 (43,423}
LIBRARY & A-V:
Salaries:

Library aides 9,512 9,071 441
Employee benefits 2,319 2,118 201
Purchased service B30 627 3
Supplies & materials 2,200 2,193 7
Capital autlay 300 297 3

Tatal Library and A-V 14,961 14,306 655
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AKRON-FAIRGROVE DISTRICT SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2008

33

VARIANCE -
FAVORABLE
BUDGET ACTUAL {(UNFAVORABLE)
SUPPCORTING SERVICES, (Continued):
BOARD OF EDUCATION:
Salaries:
Board members $ 4,193 $ 4,193 $ .
Legal fees 7,500 8,330 {830)
Audit fees 6,850 6,850 -
Warkshops & conferences - - -
Advertising 500 424 78
Purchased services 7,800 7,188 411
Election expenses 800 1,607 {707}
Miscellaneous supplies 5,000 5124 {124)
Fees & dues 1,200 1,249 (49)
Total Board of Education 33,743 34,966 {1,223)
EXECUTIVE ADMINISTRATION:
Salaries:
Superintendent 82,600 82,599 1
Secretarial 31,351 32,011 (660)
Employee benefits 38,657 38,054 803
Workshops & conferences 380 380 20
Purchased services 11,000 9,032 1,068
Office supplies 4,500 4,087 413
Fees & dues 865 855 -
Total Executive Administration 169,343 167,898 1,445
SCHOOL ADMINISTRATION:
Salaries:
Principals 65,340 69,229 (3,880}
Secretarial 61,708 51,045 8,781
Employee benefits 71,729 69,426 2,303
Travel, workshops & conferences 776 802 (26)
Office supplies 2,950 2,888 B1
Purchased services 5,245 5,383 {138)
Fees & dues 20 20 -
Total School Administration 207,775 199,604 8,081




AKRON-FAIRGROVE DISTRICT SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE -
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
SUPPORTING SERVICES, {Continued):
FISCAL & OTHER BUSINESS SERVICES:
Bookkeeper $ 39,458 $ 39,458 % -
Employee benefits 17,424 18,026 (802)
Data processing 5,000 4,630 370
Insurance & bonds 39,138 30,249 (111)
Miscellaneous 16,866 17,255 (389)
Total Fiscal & Other Business Services 117,888 118,618 (732)
CPERATION & MAINTENANCE:
Custodial wages 123,017 124,201 (1,184)
Employee benefits 86,704 67,309 {605)
Travel 225 235 (10)
Telephone 17,400 18,307 (907)
Utilities 170,617 168,246 2.271
Maintenance of equipment 20,250 20,880 (630)
Purchased services 4,800 3,634 966
Supplies 21,000 20,340 660
Total Operation & Maintenanice 423,713 423 152 561
PUPIL TRANSPORTATICN:
Salaries:
Supsrvisor 12,000 13,224 (1,224)
Vehicle operator 40,146 37,514 2,632
Special trips 10,000 11,322 (1,322)
Employee benefits 17,116 16,833 283
Travel, workshops & conferences 500 488 12
Purchased services 25,431 24,320 1,111
Gas & ail 28,000 28,342 (342)
Repairs 3,610 3,838 {228)
Supplies & materials 450 438 12
Total Pupil Transportation 137,253 136,319 834
TOTAL SUPPORTING SERVICES $1,182,729 $1,210,233 $ {27,504)

34



AKRON-FAIRGROVE DISTRICT SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES

FOR THE YEAR ENDED JUNE 30, 2008

COMMUNITY SERVICES:

DRIVER EDUCATION:
Salaries
Emplovee benefits
Vehicle rental and repairs
Auta Insurance
Gas, oil, and grease

Total Driver Education

LATCH KEY:
Aide salary
Empiovee benefits
Supplies

Total Latch Key

TOTAL COMMUNITY SERVICES

QUTGOING TRANSFERS AND OTHER:
Transfer to Capital Project - QZAB Fund
Transfer ta Athletle Fund

TOTAL QUTGOING TRANSFERS
AND OTHER

TOTAL EXPENDITURES AND OUTGOING TRANSFERS

Sea the accompanying notes.
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VARIANCE -
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
$ 2112 $ 2112 $ -
162 162 .
132 132 -
100 100 -
300 300 -
2,806 2,808 -
2,806 2,806 -
38,300 36,300 -
89,794 90,045 (251)
126,094 126,345 (251)
$ 2,087,355 $ 3,036,004 $ (49,549)




AKRON-FAIRGROVE DISTRICT SCHOOLS

SPECIAL REVENUE FUNDS

COMBINING BALANCE SHEET

ASSETS
Cash and investments
Accounts receivable

TOTAL ASSETS

LIABHITIES & FUND EQUITY
LIABILITIES:

Accounts payable

Due ta ather funds

TOTAL LIABILITIES

FUND BALANCE:
Fund Balance

TOTAL FUND BALANCE

TOTAL LIABILITIES & FUND BALANCE

See the accompanying noles,

June 30, 2008
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FOOD ATHLETIC
SERVICES  ACTIVITIES TOTAL
$ 84,408 $ 158 $ 34,566
1,249 1,249
$ 35657 § 158 $ 35,815
$ : $ -
356857  § 158 35,815
35,657 158 35,815
$ 35657 & 158  § 35,815




AKRON-FAIRGROVE DISTRICT SCHOOLS

SPECIAL REVENUE FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2008

REVEMNUES:
Local Sources:
Sales of meals and milk
Admissions
Interest
OCther

Total Local Sources

State sources
State aid

Federal sources
MNational School Lunch Program
USDA Commodities

Total Federal Sources

TOTAL REVENUES

EXPENDITURES:
Salaries and wages
Employee benefits
Faod and milk
Supplies and other costs

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES).
Fund transfers in

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES AND OTHER SOURCES (USES)

FUND BALANCE AT BEGINNING OF YEAR

FUND BALANCE AT END OF YEAR

Sae the accompanying noles,

FOOD ATHLETIC
SERVICES ACTIVITIES COMBINED
$ 34,122 $ 34,122
$ 16,651 16,651
724 724
7,985 7,985
42,831 18,651 59,482
4772 4772
83,570 83,570
11,685 11,585
95,155 95 155
142,758 16,651 159,400
55 027 71,197 127,124
11,047 13,366 24 413
59,850 59,850
8,460 22,769 31,238
135,293 107,332 242,625
7,465 (90,681) (83,216)
90,045 90,045
7,465 (636) 6,829
28,192 794 28,986
$ 235,657 $ 158 $ 35815
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ASSETS

Cash
Due from other funds

Total Assets

FUND BALANCES

Fund balances

Ses the accampanying notes,

AKRON-FAIRGROVE DISTRICT SCHCOOLS

DEBT RETIREMENT FUNDS

COMBINING BALANCE SHEET
June 30, 2008

TOTALS
DURANT 1999 QZAB DEBT SERVICE
DEBT BUILDING DEBT JUNE 30,
SERVICE BONDS SERVICE 2008 2007
$ " $ 146,083 $110,355 $256,438 $223,007
$ 148,083 $ 110,355 $256,438 $223,097
$ - $ 146,083 $ 110,355 $256,438 $223,097
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AKRON-FAIRGROVE DISTRICT SCHOOLS

DEBT RETIREMENT FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
YEAR ENDED JUNE 30, 2008

REVENUES:
Local Sources:
Praperty taxes
Interest

Total Local Sources
State Sources
Other Revenue

TOTAL REVENUES

EXPENDITURES:
Debt Service:
Principal repayment
Interest and other fiscal charges
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES {USES)
Transfer from General Furd
Transfer from QZAB Capital Projects Fund
TOTAL OTHER FINANCING SOURCES (USES)

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES & OTHER SOURCES (USES)

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

See the accompanying notes,

TOTALS
DURANT 1989 QZAB DEBT SERVICE
DEBT BUILDING DEBT JUNE 30,
SERVICE BONDS SERVICE 2008 2007
$391,089 $391,089 $373,913
2,904 $ 2,084 4,968 3,739
- 393,993 2,064 396,057 378,689
- 393,883 2,064 386,057 378,689
- 180,000 - 180,000 170,000
- 219,018 219,018 227,342
“ 399,018 - 386,016 387,342
- {5,023) 2,064 (2,959} {18,653)
36,300 36,300 36,300
- 36,300 36,300 36,3200
(5,023) 38,364 33,341 17,647
- 151,106 71,991 223,097 205,450
- $ 148,083 $110,355 $256,438 $ 223,007
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AKRON-FAIRGROVE DISTRICT SCHOOLS
TRUST AND AGENCY FUNDS
COMBINING BALANCE SHEET

FOR THE YEAR ENDED JUNE 30, 2008

STUDENT
PERMANENT ACTIVITIES
FUND FUND TOTAL
ASSETS

Cash $ 22122 $ 22,122

investments $ 9,077 9,977
TOTAL ASSETS § 8,977 $ 22122 ¥ 32099
LIABILITIES AND FUND EQUITY
Liabiities:

Due to student groups $ 22122 $ 22122
Total Liabilities - 22,122 22,122
Fund Balance:

Fund balance:;

Reserved for schalarships $ 9,977 9,977
Total Fund Balance 9,977 - 9,977
TOTAL LIABILITIES AND FUND BALANCE £ 9,877 $§ 22122 § 32099

See lhe accompanying notes,
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AKRON-FAIRGROVE DISTRICT SCHOOLS
TRUST AND AGENCY FUNDS
PERMANENT FUND
BALANCE SHEET
FOR THE YEAR ENDED JUNE 30, 2008

ASSETS
Investments

TOTAL ASSETS

LIABILITIES AND FUND EQUITY

Lighilities:
Scholarships payable

Fund Balance:
Fund balance:
Reserved

Total Fund Balance

TOTAL LIABILITIES AND FUND BALANCE

See the accompanying notes.
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JOY MCCREEDY
SCHOLARSHIP
TRUST
$ 8,977
$ 9,877
$ 9,977

9,977
$ 9,877




AKRON-FAIRGROVE DISTRICT SCHOOLS
TRUST AND AGENCY FUNDS
PERMANENT FUND
SCHEDULE OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2008

REVENUES
Local revenues:
Interest on Investments
Donation
Total Revenues
EXPENDITURES

Scholarships awarded

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

FUND BALANCE AT BEGINNING OF YEAR

FUND BALANCE AT END OF YEAR

See the accompanying notes.

JOY MCCREEDY
SCHOLARSHIP
TRUST
$ 381

381

500
(119)

10,006

$ 9,977
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AKRON-FAIRGROVE DISTRICT SCHOOLS
TRUST AND AGENCY FUNDS
STUDENT ACTIVITIES FUND
SCHEDULE OF RECEIPTS,
DISBURSEMENTS AND CHANGE IN BALANCES
FOR THE YEAR ENDED JUNE 30, 2008

BALANCE BALANCE
JUNE 30, CASH CASH JUNE 30,
2007 RECEIPTS DISBURSEMENTS 2008
STUDENT ACTIVITIES:
7th/8th Grade SC $ 1,088 $ 10,662 % 10,720 $ 1,030
AG Science Fund Raiser 371 1,143 1,172 342
Ag Science Schalarship 31 500 500 31
AK-FG Elementary 8,120 12,537 14,661 5,806
A-F Elem Playgraund 10,128 1,439 11,341 221
Athletic Fund Raiser 6] 1,087 41 1,052
Athtetic JV Giri BB 78 - “ 76
Athlsetic Girls Volleyball 25 - - 25
Band 26 1,485 1,455 56
Boys Baskethall 259 73 298 34
Board of Education - 200 20 180
Bookstore 1,717 a2 174 1,635
Class of 2007 941 .- 241 -
Class of 2008 5,335 1,871 7,263 43
Class of 2009 5,189 2,963 6,326 1,826
Class of 2010 129 8,278 4,226 4,181
Class of 2011 - 1,348 151 1,197
Craoss Country 241 - - 241
Girls Baskethall 27 190G 190 27
High School Flower Fund 21 160 176 75
High School Miscellaneous 26 130 107 49
High School Principal 308 201 316 283
JV Boys Basketball 16 - - 16
Kindergarden/6th Grade SC 443 1,304 1,227 520
Library 61 455 - 518
Lock Rental 381 - - 381
National Honor Society 21 - - 21
Sciencs 1583 26 179
Spanish Club 452 819 1,174 97
Special Account g3a 4,743 5,020 653
Special Education 351 - 285 66
Student Council 324 2,692 2,367 649
Vehicle Parking 380 - - 380
Yearbook 2,803 4,402 7,271 34
TOTAL STUDENT ACTIVITIES $ 40,634 $ 58,910 $ 77,422 $ 22122

See the sccompanying notes.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
SCHEDULE OF BONDED DEBT - DURANT BONDS
June 30, 2008

$38,459 Durant Bond issued November 24, 1988:

DEBT SERVICE REQUIREMENT

INTEREST DUE FOR FISCAL YEAR
PRINCIPAL DUE
MAY 15 MAY 15 JUNE 30 ANOUNT
5 2,140 $ 561 2009 $ 2,701
6,235 1,867 2010 8,102
2,349 352 2011 2,701
2,481 240 2012 2,701
2,578 122 2013 2,700
$ 15,763 $ 3,142 $ 18,005

The above hond issue hears interest at 8.00%. The bond proceeds were used for roof repairs and partial
payment of a bus purchase. The State of Michigan revised the debt repayment schedule during the 2002-2003
school year eliminating the payments for years 2004-2005. The State of Michigan revised the debt repayment
schedule during the 2006-2007 schoal year eliminating the payments for 2007-2008,

This bond, including the interest herecn, is issued in anticipation of payments appropriated and to he appropriated
by the State under Section 119{3) of Act 24 to the School District (the "State Aid Paymenis"). The School

District hereby pledges and assigns to the Authority all of its rights to and in such State Aid Payments as security
for this bond and the State Aid Payments which are hereby pledged shall be subject to a statutory lien In favor of
the Authority as authorized by Act 94, This bond is a self-liguidating bond and is not a general obligation of the
School Bistrict and does not canstitute an indebtedness of the School District within any coenstitutional or statutory
limitation, and is payable both as to principal and interest, sclely from such State Aid Payments, The School
District, as requested by the Authority, hereby irrevocably authorizes the payment of the State Aid Payments
directly to the Authority's Depository.

See the accompanying notes.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
SCHEDULE OF BONDED DEBT -
1999 SCHOOL BUILDING AND SITE BONDS

PAYMENT PRINCIPAL
DATE DUE
11/1/2008
5/1/2009 $ 165,000
$ 165,000

June 30, 2008

INTEREST

RATE

5.50%

INTEREST
DUE

$ 4,537
4,537

$ 9,074

TOTAL PAYMENT

$ 4,537
189,537
$ 174,074

PURPOSE AND SECURITY: The bonds were authorized at an election on Septembear 23, 1999, for the
purpose of erecting, furnishing, and equipping additions to and remodeling, refurnishing, and re-equipping
school buildings, acquiring and installing educational technolegy system improvements and developing and
improving sites. The Bonds will pledge the full faith, credit and resources of the Schnol District for payment
of the principal and interest thereon, and will be payable from ad valorem taxes which may be levied
withaout limitation as to rate or amount as provided by Article X, Section 8, and Article [X, Section 16, of the

Michigan Constitution of 1963.

Sae tha accompanying notes.
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AKRON-FAIRGROVE DISTRICT SCHOOLS
SCHEDULE OF BONDED DEBT -
2005 REFUNDING BONDS
June 30, 2008

PAYMENT PRINCIPAL INTEREST INTEREST
DATE DUE RATE DUE TOTAL PAYMENT
117172008 $ 99,808 $ 99,808
5/1/2009 $ 25,000 3.125% 00,808 124,808
11/1/2008 99,418 99,418
5112010 200,000 3.500% 99,418 298,418
14172010 95,917 95,817
5/1/2011 200,000 5.000% 95,817 295,917
114172011 90,818 80,018
5172012 215,000 5.000% 90,918 305,918
11/1/2012 85,642 85,542
5/1/2013 225,000 5.000% 85,542 310,642
11/1/2013 78,918 79,618
5/1/2014 240,000 5.000% 79,918 319,918
11/1/2014 73,917 73,917
5/1/2015 250,000 5.000% 73,917 323,917
11/1/2015 67,668 67,688
06/01/16 - 05/01/25 3,165,000 738,375 3,803,375
$ 4,520,000 $ 2,056,919 $ 6,676,910

The 2005 Refunding Bonds (the "Bonds") were authorized by the Board of Education of Akron-Fairgrove
Schools, County of Tuscola, State of Michigan (the "School District"} by resolutions adopted on September 13,
2004 and March 21, 2005 (the "Resolutions") for the purpose of refunding a portion of a prior bond issue of the
School District. The Bonds will pledge the full faith and credit of the School District for payment of the principal
and interest thereon and will be payable from ad valorem taxes, which may be levied on all taxable property in
the School District without limitation as to rate or amount.

See the accompanying notes,
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July 10, 2008

REPORT ON INTERNAL CONTROL OVER FINANGIAL REPORTING - .
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACGORDANCE '
WITH GOVERNM ENT AUDITING STANDARDS

. .Te the Board of Educet[on

Akron-Fairgiove School District
Falrgrove MI 48?33 '

We have audited the flnancral statements of the gcwernmenta% actl\nties each major fund and the

aggregate remaining fund information of Akron- -Fairgrove District Schools’ basic financial statements
ang have issued our report thereon dated July10, 2008, We conducted our audit in accordance with

-audstmg standards generally accepted in the United States of America and the standards applicable to

financial audits contained.in Governmant Auo‘;tmg Standards issued by the Controtler General of the

United States

' Inlernal Oontrol Over Flnanclal ReDortlnq

In plasning and perfermmg our audit, we considered Akron-Falrgrove District Schools’ [nternal control

T over ﬂnanclel repottingas a basis for designing our auditing. procedures for the purpose of expressing. -
-our oplmon an thé financial statements, but not for the: purpose of exprassing an opinion on the
' effectaveness of the Dlstnct‘s mtema! control over financial reporting

Our consideratlon of Internal contrcl over financiai reporting was for the limlted purpese descnbed in

. the preceding paragraph and would not necessariy Identify all deficiencies in internal control over
ﬂnanplai reporting that might be significant deficiencles or matarial weaknesses. However, as’

discussed below, we identified certain deficiencies in internal control over financial reporting that we
cohsider to be 5|gn|f[cant defrmencles and. other def clencies that we consrdered to be matenal

weaknesses

A control deflclency exlsts when the design or operatlon of a control does not. al]ow management or

. employees in the normal course of perfornting their assigned functions, to prevent or detect

mlsstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the'entity’s ability to initiate, authorize; record, process, or .
report financial data reliably in accordance with generally accepted accounting pririciples such that

© thereiis more than.a remote likelihood that.a misstatement in the District's financial statements thatis
“moré than' inconséquential will not be prevented or detected by the District's internal cohtro! over

- financial reporting, ‘We Gonsider the deficiencies described as 2008-1, 2008-2, 2008-3, and 2008-4
“in the accnrnpanylng Schedule of flndings and responses to be slgmﬂcant in’internal controt -over

fmanclal reportmg

A mater[ai weakness isa s;gmflcant deflclency, of. comblnatlon of slgniflcant deﬂciencles that resuits

~ In More than a remote likelihood that material misstatement of the financral siatements WIII not he

presenied or detected by the entlty s internal control.
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To the Board of Education
July 10, 2008

Cur consideration of the internal control over financial reperting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal confrol that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses. However, we believe that none of the significant
deficiencies described above are material weaknesses.,

Compliance and Other Maiters

As part of oblaining reasonable assurance about whether Akron-Falrgrove District Schools' financial
statements are free of material misstatement, we performed test of its compliance with certain pravisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of Akron-Fairgrove District Schools in a separate
letter dated July10, 2008.

Akron-Fairgrove Dislrict Schools’ responses to the findings identified in our audit are described in the
accompanying schedule of findings and response. We did not audit Akron-Fairgrove District Schools’
response and, accordingly, we express no opinion on it.

This report is intended sclely for the information and use of the board of education, managetnent, U.S.
Department of Education, Michigan Department of Education and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

w,’]{vj‘&, w fdoan, P2,

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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July 10, 2008

‘fo the Board of Education
Akron-Fairgrove School District
Fairgrove, M| 48733

Schedule of Finding and Responses

Findings considered significant deficlencies

Finding 2008-1

Criteria:

Statement on Auditing Standards #112 titted Communicating Internal Controf Relfated Matters Ideniified in an
Audit (issued May 2008), requires us to communicate in writing when a client requires assistance to prepare
the financial statemeants and footnotes required in the annual audit report in accordance with accounting
principles generally accepted in the United States of America.

Condition:
Currentiy, the District's staff requests the external auditor's assistance in the preparation of the annual
financial statements and related footnotes.

Context:
External assistance is required to prepare the annual financial statements and related footnotes.

Effect:

Utilization of the external auditor in pregaring the financial statements and related footnetes to the financial
statements assists management with the external financial reporting responsibility, to ensure their financial
statements are accurate.

Cause;

The staff of the district does understand all information included in the annual financial statements; however,
assistance of the external auditor was utilized in preparing the financial statements and footnotes to the
financial statements,

Recommendation:

At this time, we recommend no changes to this situation and communicate this as required by professional
standards. The correct procass meets the definition of a significant deficiency as defined in Staterment on
Auditing Standards #112.
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July 10, 2008

To the Board of Education
Akron-Fairgrove School District
Fairgrove, Mi 48733

Schedule of Finding and Responses

Findings considered significant deficiencies

Finding 2008-2

Criteria:

Statement on Auditing Standards #112 titled Communicating internal Controf Related Matters Identified in an
Audit (issued May 2006}, requires us to communicate in writing when a client has a small staff that limits the
segregation of duties.

Condition:
Due to the limited number of staff, many critical duties are combined and given to the available staff and/or
board membaers.

Context:
Infernal controls are waakened due to the lack of segregation of duties.

Effect:
Other staff members and/cr board members must be utilized in order to achieve good internat controls.,

Cause:
The district doesn’t have enough staff in the business office to have a proper segregation of duties.

Recommendation:

At this time, we reacommand the district segregate the duties whenever possible and communicate this as
required by professional standards. The correct procsss meets the definition of a significant deficiency as
defined in Statement on Auditing Standards #112.
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July 10, 2008

To the Board of Education
Akron-Fairgrove Schaol District
Fairgrove, Ml 48733

Schedule of Finding and Responses

Findings considered significant deficiencies
Finding 2008-3

Criteria:

The cost principles of OMB Circular A-87 require, “Where employees are expected to work solely on a single
Federal award or cost objective, charged for their salaries and wages will be supported by periodic
certifications that the employees worked solely on that program for the period covered by the certification.
These certifications will be prepared at least semi-annually and will be signed by the employee or supervisary
official having first hand knowledge of the work performed by the employee”.

Condition:
The District did not complete the time certifications required for the employeses working solely on a single
Federal award or cost objactive.

Context:
Salaries and wages charged to the program could be disallowed.

Effect:
Proper decumentation of tima spent by full time employess is not being completed.

Cause:
The cause of the condition was the lack of knowledge of the requirament of the Circular in regards to the
need for time certification.

Recommendation:
The District should develop a standard time certification form and have the appropriate employee or ather
supervisory employee complete the certifications every six manths.
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July 10, 2008

To the Board of Education
Akron-Fairgrove Schooel District
Fairgrove, Ml 48733

Schedule of Finding and Responses

Findings considared significant deficiencies

Finding 2008-4

Criteria:

Prior to Jul 1, the budget is lagally adopted by School Board resciution pursuant te the Uniform Budgeting and
Accounting Act {1988 PA 2). The Act requires that the budget be amended prior to the end of the fiscal year
when necessary to adjust appropriations if it appears that revenues and other financing sources will be less
than anticipated or so that expenditures will not be in excess of original estimates. Expenditures shall not be
made or incurred, unless authorized in the budget, in excess of the amount appropriated. Violations, if any, in
the gensral fund are noted in the required supplementary information section.

Condition:
The Bistrict did not amend their budget prior to the end of the fiscal year.

Context:
As a result of the districts failure to revise the budget, they did not follow the PAS21 as required.

Effect:
The general fund expenditures exceeded the budget by $49,549.

Cause:
The cause of the condition was due to the reduction of administrative staff,

Recommendation:
The District should reassign administrative duties to make sure that the budgeting regulations are
followed.
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July16, 2008

To the Board of Education
Akron-Fairgrove Dlstrict Schools
Fa:rgrove Michlgan

-'ln planmng and performing our audit of the fmanciai statemenis of AkromFaergrove District

Schoals for the year ended June 30, 2008, we considered the District's internat control in order to
determine our auditing procedures for the plirpose of expresslng an oplnion on the financial
statemenis and not to prowde assurance on mternal control .

However, durmg our audit we became aware of certain matters thai are opportumtees for
strengthening. internal controls and operating efficiency. The comments and suggestiong
regardlng those matteérs follow. This letter does not affect our report dated July 10,-2008, on the

- financial statements of Akron—FalrgrO\fe District Schccts

Current Yo"ar- Commsnts

Internal Contro{ Prccedure '

I’ rewewmg the mternal controls we dlscovered that the bank reconclllatlons have
© not been reviewed. by an 1ndependent party. - We recommend that a board membper or -
- ah administrator review the bank statements and reccnc:liatlons on a monthly basis,

- We also noted that purchase orders were nct always being used as reqmred by :
. board policy. We recommend that 1he board pohcy is followed and purchase orders
-be used for all- purchases ' , :

We will review the status of these comments dunng our next audit engagement We have
already d[SCUSSBd many of these comments ann:t suggest[ons with various District personnel '

This report s Intended sole[y for the mfcrmation and use of Akmn-FalrgrOVe Dlstrlct Schools,
management, and’ othérs within the organization, and is not, mtended to) be and should not be
used by anyone other than these spemfled parhes . S

_We appremate 1he cooperation we recewed from your staff dunng our engagement and the':'
opportunlty tobe of service.

B W Gucdot R

Anderson, Tickey, Bernhardt & Doran, P C.

-Cert[fled Pubtic Accountants



